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ESPITE  the  most  rigorous  econ- 
omy and  the  greatest  operat- 


ing efficiency  on  record,  thei 
railroads  of  the  United  States  have  not 
been  able  to  make  a fair  living  during 
the  past  decade  and  their  future  abil- 
ity to  serve  the  public  adequately  is 
seriously  threatened  unless  additional 
income  is  forthcoming.  These  facts 
were  presented  to  the  Interstate  Com- 
merce Commission  by  Dr.  Julius  H. 
Parmelee,  Director  of  the  Bureau  of 
Railway  Economics,  in  the  initial  hear- 
ing of  the  railroads’  application  for  in- 
creased revenues. 

During  the  period  from  1923  to  1930 
the  carriers  operated  with  increasing 
efficiency,  Dr.  Parmelee  emphasized, 
spending  nearly  $7,000,000,000  on  their 
properties  for  additions  and  better- 
ments. These  improvements  in  equip- 
ment and  plant,  which  contributed 
greatly  to  the  increased  efficiency  of 
operation,  aided  substantially  in  reduc 
ing  railway  operating  expenses  per 
traffic  unit  carried.  However,  “Declin- 
ing revenue  per  ton-mile  and  the  sharp 
drop  in  traffic  have  brought  a reduction 
in  revenue  greater  than  the  savings  due 
to  increased  efficiency  and  economy  of 
operation,”  he  said. 

In  other  words,  the  railroads  have 
found  it  “impossible  to  match  eachl 
dollar  of  lost  revenue  with  a corre- 


sponding  reduction  in  expense.  As  a 
result,  net  railway  operating  income  lias 
declined  to  a much  greater  relative  de- 
gree than  have  revenues.” 

The  inadequate  return  of  the  rail- 
roads on  the  money  invested  in  their 
properties  was  described  as  follows: 
“The  rate  of  return  on  railway  prop- 
erty investment,  which  stood  at  2.81  per 
cent  in  1921.  increased  to  1923  and 
again  increased  in  1925  and  1926.  The 
rate  for  1926  was  4.96  per  cent,  which 
is  the  peak  rate  of  return  since  the 
war.  There  was  a drop  in  1927,  then 
increases  in  1928  and  1929,  the  rate  for 
1929  being  4.81  per  cent.  It  then  de- 
clined to  3.27  per  cent  in  1930,  and 
dropped  to  a new  low  level  of  2.07  per 
cent,  on  an  annual  basis,  during  the 
first  four  months  of  1931.” 
t The  railways  continue  to  work  too 
?djmuch  for  the  tax  collector  and  not 
of j enough  for  themselves.  There  has  been 
ifrjan  increase  every  year  from  1921  to 
ier ] 1930  in  all  taxes  other  than  Federal 
li  income  taxes  imposed  on  the  railways, 
up  Dr.  Parmelee  showed.  The  Federal 
ion  income  tax  varies,  of  course,  with  the 
lue  amount  of  railway  income  and  with 
of  the  rate  charged. 

“The  ratio  of  railway  taxes  to  total 
are  operating  revenues,”  he  said,  “showed 
acb  an  almost  steady  upward  trend  from 
ne|  192 1 to  1930,  from  5.0  cents  per  dollar 


of  revenue  in  1921  to  6.6  cents  per 
dollar  of  revenue  in  1930.  Lest  this 
increase  of  1.6  cents  per  dollar  seem 
insignificant,  a simple  calculation  shows 
that  had  the  tax  ratio  in  1930  been  5.0 
cents,  as  it  was  in  1921,  instead  of  be- 
ing in  fact  6.6  cents  per  dollar,  the  net 
income  of  the  railways  would  have 
been  larger  than  it  was  by  $84,500, 000 J 
For  the  first  four  months  of  1931,  taxes 
consumed  7.58  cents  out  of  each  dollar 
of  railway  gross  revenues.” 

In  other  words.  Dr.  Parmelee’s  state- 
ment pictured  a continuous  battle  of 
the  railways  against  economic  odds  j 
over  which  they  have  little  or  no  con- 
trol. They  have  reached  the  limit  of 
their  ability  to  cope  with  these  odds, « 
and  for  that  reason  they  have  requested  “ 
an  increase  of  15  per  cent  in  their 
freight  revenues. 


